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CENTRAL INTELLIGEUWCE AGENCY
OFFICE OF NATIONAL ESTIMATES

25 July 1952

MEMORANDIM FOR THE DIRECTOR OF (ENTRAL INTELLIGENCE

SUBJECT : SB-27, "Probuble Effsots of Various Possible Courses
of Action with Reapset to Commmist China®

mmmms a. Progedure for Reducing Intelligence Deficiencies
in NIE's, dated 3 June 1952, i

UICLOSURE: g. Statement of Inkelligence Deficiencles Revealed
In SB-27

1. The intellipence raps yovealod in the preparation of
SE~27 had boon identified carlier by reason of the prlor pro-
&uctign of cotimotes covering much the some ground (NIE-32 and
SE-20), . ‘

2. Despite this, the IAC representatives wore convened,
en 15 July, ond agreed that it was useful to reviow agoin thece
deficioncies nnd to initiste further ateps to correct them,

3. The findings of the IAC reprsscntatives are forvarded
as Epclogure a. '

4. Rocomrondotions. Dosed on thelr findings, the IAC
repregentatives maln the following recamendations:

a. That the IAC sgencles undertcke, as a matter
of high priority, a ccordinated progran for
the irprovencnt of the collection; v
and research effort on the aconony orranist
China, —
.
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b, That the Assistant Director for Intelligence
= Geordinstion, CIA, explore with the Hconamio
Intelligence Conmitiec and interssted agencles
the possibility of iuproving the collection,
gollation, and research effort with ape?'ifﬂn Jox1
25X1
D/Aset,, Director/Adn.
co: IAC
DR/1
DD/P
AL AD®%n
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STATEITNT OF TNTCLLIGENCE DEFICIGNCIES REVEALED TN SE-27:
| WPROBABLE EFFICTS OF VARIOUS POSSIBLE COURSES OF
ACTION WTTH RESPECT TO COMMUNIST GIITIAC

1, The first and most basie deficiency 1s in gemeral

soverage of Commumist China, particularly on scopopic matiers.

8 policy with respect to Cormmnist China must lean heavily on
gnalyses of many aspeets of the economic situation within that
eountry, Such problems ca the extent 4o vhick Westorn trade
controls have weakened the Chinese Corzmmist economy and the
degree to which additional eomtrols could be expected to weaken
it further, the economic ability of Commmist China to corry on
the war in Kopen and to support additional large-scale milliary
operations, the degree to which Cormmumlst Ching can cormpensate the
USSR for Soviet military snd economic assistance, the develoyment
of the Chinege Cormmmist wor potentinl, and the inflatiomary
preassures existing in Cawnnist Chinn, are key questions in the
preparations of Nationnl Estimates and the formiation of national
policy with respect to Cormmmnigt China. SE-27 oo well op predecessor
sstinotes wnas hampered Yy the difficultles in determining the extent
and mammer in which economic factors affected the intentions and

 eapubilities of the Deiping regime, The absence of sueh treatment
reflected paps in both eollesction and regsarch efforts, thuss

3

g, Collegtion. There is o serious lack of relicble
scononde information on Commist Chine, The
following points are pertinents

(1) Cven when the moinlend wos under ths
Nationaliste and the US hod eonsiderable
freedom to obbain informotiom, economic
information was gemernlly inadequate
and/or wrelieble,

(2) The datc and qualitative informotion that
: wyere availoble uwith respect to the eoonomy
of the Chinsse mninlond at the time the
Hationnlistas svocunted hos beon getting
rapidly out of date. US officlals were
- mecalled in Docerber 1950 and tusinscs
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representatives promessively withdrew
after thot date, Information
nble is limited %o

I'mmnist periodicals, Commmist p:mpa&anda,
and. specches node by Commumist officials.

(3) As in the case of all Commnist states, much
§pformation on the Chinese econcry is reparded
as o sbate secret and is strictly guarded,

Collation. There is neod for goordinating, trans-
iating, indexingy, and digtribtuting the moterinl
alrendy svailsble on Communist Chinn, TIn particular,
1% is important Lo coordinaote the varlous efforts to
obtoin and exploit moterinl on the econouy of China
{such as the Air Forces Reacarch Project at Stenford,

the Stote Deportrentis collection and translation

projoct onrr Taipei, and CIA's Forelen
Documen Divisions). DBecause
of the of crons — 4% iz particularly

inportant to ninimize dupliontion in this £i01d,

Research. The economie vescoreh facilitles sllo-
eoted Lo Commmist Chinn in the Uashington intelli-
gence corrmmity have beon inndequate,  Although
there are a sufficient mmber of specislicts (e.g.,
mining, tyonoportation, apricultural specialists
who could be transferred from prea.nt areas of
responsibility to work on Corminist China, theve
are few snalysts vith good poneral econonds bacli-
ground and an nrco knowledge of China. Thus,
sconomic research faocilities aro inndequate to

- make full use of even the 1imited amount of economic

informntion readily gvallsble on Commmist Chino,
OIR, which 4s the principal contritutor to Hotional
Detinates deal with the sconomy of Cormunist
China, hos Gnl;-i b in thie activity.
Moreover, with incrensed emphasis on regearch and
annlyais of the Chinese Commmist econouy, mMore
information, direct or derived, would ‘ba made
ayailoble, (In the roughly analogous sltuation
with respect to the Soviet econamy, considernble

preas has been node in exploiting through intensive |
analytical tectmiques the linited snformation nvailable,)

OONFLDENT bevse
SLORTT~
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Specifically, a recent survey conducted by
the Ecomomic Intelligenoe Committes revenls
only the equivalent of approxinately
fessional annlysts® in U8 Govern- 25X1
ment {including approximotely| [n non-IAC
agencies) are engaged in work which econ
poasibly contribute to the production of
flationol Estimntea dealing wi

of Commmmist China, Of these amlysts, 25X1
there are the equivalent of only ngaged in
the preparation of analyses on th ne

Communist economy of a wholey the remninder are
employed on the research of specific segments

of the sconomy, e.g8., internationnl trade and
finones, tronsportation, moteriale, and industry.
Sinos National Dstimates are largely devoted to
the exnninotion of bwond problems, it is apparent
thet the paucity of analysts uho hove integrated
approach $o the sconomy of China as o whole has
directly and seriously affected the quality of
intellirence estinates dealing with this asmvest of -
Cormmamist China, It should be further noted -
that even thoss umalysts vhoss work 1s such as

40 bear on the production of Mational Dstinates
probably devote a larpe proportion of their time

o purely departmental problens,

There are the sgquivalent of gpproximote

onnlysts engaged in economic research 1

comtributes only indivesily or remotely to 25X1
the Naticnsl Datimetes { rgts in the

25X1

‘ 25X1
There is attached s
the EIC findings,

i

Ta wview of the fact that there are professional analysts

in the Governaent vho spend cnly a fraectionzl part of thelr
time in resenrch on specinlired aspeota of the Chinease
Commnist econcmy, the number of professlionnls working on
this area hove been exyweassd in one-mon-full-time equivalenta,
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2. In addition, two specifis gups in intsllilrence were
evident in the prepuration of this egtinate ap well ag in the
prepavation of such other estimates ws SE-20 nnd NIL-323

a.

STATE, USAF reviews complseted

Tutelligencs on seaborne exports from the
Commmist bloe to Cormmmist Ching is Innde.
guote, Udthout such data it is difficult,
if not imrossible, to arrive st o xeliable
estinate of the effect of a egtern-inposed
naval bloclkeds on Commmist China,

There contimes to bs n sevious pap in infox-
mation with respect to the capacity ond traffic

of the Trans-Siberien Railrond as well as with
respect to the eonpeting requirements for trang-
portation over this route. Ubviously the lack

of such intellirence presents o formidsble
cbatacle not only with respect to the preparation
of estirates that ore primorily scononic in nature,
ut alse with respect to these dealing with Chinsge
Commmist and Seviet military eopobilities in the
Far Bast. Current eatirates on the capacity of the
roflrond are admittedly probably subject to a 50
persent arror in either Jirection., 1% hna been
sugrested that additional iInformation on the Trang~
Siberion Roilrood moy be obuoinoble

e JAC represenlalives sugrest thal thess
sources be explored na a specific collectiom pomsi-
bility. The repregontatives believe that it my be

25¥1

possible to obtain o more expert appraisal of existing

avidence than hos yet bson f‘umished

Additionol anolysis £8 necessary in the sapecity and
traffic of cliternate overlond routes from the Soviet
For Taght to lnnchuria,
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